Institutional bankers perform a gap-filling function in Bihar whereas the situation is just reverse in other parts of the country. Among the major states in India, Bihar is at the lowest ladder in terms of proportion of institutional loan to total loan disbursement to farmers. The high indebtedness to money lenders may be an important reason for indifferent attitude of farmers towards lending institutions, resulting in low investment and low productivity in Bihar.
Provision of credit to agriculture sector has been one of the main concerns of policy planners in India since independence. However, an assessment of the situation at ground level indicates that recourse to non-institutional credit continues to dominate as far as rural areas and agriculture sector are There are 24 block headquarters in Bihar which are still unbanked.
The co-operative system is still an important source of agricultural credit in Bihar. In spite of several drawbacks, co-operatives continue to be a highly favoured agency for financing agricultural and allied activities. The Bihar State Co-operative Land Development Bank was established to cater to the needs of long-term agricultural credit but it has been in recurrent loss for the last 13 years and the bank does not qualify for any assistance from NABARD due to poor recovery performance. The short-term co-operative credit structure has Bihar State Cooperative Bank at the apex level. At the middle level, the state had originally 25 District Central Co-operative Banks ( The tempo generated by the first series of Mega Camps at Block headquarters needs to be sustained and even accelerated. The campaign for issue of KCC to farmers should continue during the entire period of Eleventh Five Year Plan so that all eligible farm households in Bihar are covered.
Self Help Groups (SHGs)
Self Help Groups (SHGs) are emerging as organizational innovations for providing thrift-linked credit support, particularly to weaker sections of the rural society. The SHG institutions not only benefit their members, they also enable banks to reduce their transaction costs and risks in delivering small loans. This also improves banks' outreach and credit flow to the poor. The recovery under SHG-Bank linkage programme has been impressive at national level: 90% for commercial banks, Government of Bihar has started reorganization of co-operatives but the process needs to be accelerated so that they start functioning effectively for the benefits of farmers, particularly small and marginal farmers located in remote area who have poor access to other banking institutions.
National Commission on Farmers (NCF) has also suggested strengthening of cooperatives and recommended the reduction of interest rate to 4 per cent per annum for agricultural credit.
Government of Karnataka has reduced interest rate on agril cultural cooperative loan to 4 percent since 2007 whereas Madhya Pradesh reduced interest rate to 5 percent on short term agricultural credit since 2008. Uttarakhand Government also took initiative for increasing agricultural credit flow and reduced interest rate to different types of agricultural loans for different categories of farmers. In Uttarakhand, small and marginal farmers can obtain co-operative loan on an interest rate of 5 percent, all categories of farmers are now entitled to get co-operative loan of Rs 1 lakh for agriculture and house construction at an interest rate of 5.5 percent whereas tractor loan from cooperatives up to Rs 5 lakh is available to all categories of farmers on 5.5 per cent in Uttarakhand. In these States, agricultural credit flow is much higher than Bihar. Hence, it is recommended that the interest rate on co-operative crop loans should be reduced by 3 per cent in Bihar for benefit of farmers. It will be a motivation to farmers to approach co-operatives for agricultural loan who are In Bihar, National Agricultural Insurance Scheme is implemented in all the districts of Bihar.
However, insurance of cash crops is implemented in some selected districts where these crops are grown on large scale. Loanee and non-loanee farmers including share croppers and tenant farmers are eligible for insuring their crops under this scheme. However the coverage is compulsory for loanee farmers and optional for non-loanee farmers. Farmers can insure their crops for 150 percent of value of their crops by paying actuarial rate of premium.
The performance of National Agricultural Insurance Scheme has also been unsatisfactory in Bihar.
During 1999-2005, total claims of Rs. 68.20 billion was paid to farmers in the country but only Rs.
2.90 billion of insurance claims was paid to farmers in Bihar, accounting for only 4.24 percent of total claims paid in the country during the period (Table-19) . Gujarat, Karnataka, Maharashtra and Andhra Pradesh performed much better in insuring crops of their farmers and about 69 per cent insurance claims paid in the country was paid in these four states. These states have done well in insuring crops of their farmers in comprehensive crop insurance scheme in nineties also. Despite change in form of crop insurance scheme and establishment of Agricultural Insurance Company Ltd. the regional disparity in crop insurance still persists in the country. Analysis of farm category-wise data revealed that the proportion of marginal and small farmers in total farmers participating in crop insurance is 83 percent against their proportion of 96 percent in total farm households in Bihar (Table-3 ). It is accordingly recommended that a campaign be launched in rural areas to create awareness among farmers about crop insurance involving, inter alia, non-loanee farmers because a large number of farmers are still not in a position to avail crop loan facility from institutional agencies in Bihar.
Coverage of Crops
In Bihar, principal food grains, potato, onion rapeseed/ mustard and sugarcane are covered under crop insurance scheme. In 2006-07, about 12.18 percent rice area and 19.2 percent of wheat area were covered whereas only 0.63 percent area under pulses, 0.60 percent area under onion and 0.18 percent rapeseeds/mustard were covered in Bihar in 2006-07 (Table-4) . This clearly indicates that the comparatively high proportion of less risk prone crops (wheat) and less proportion of high risk prone crops (onion, rapeseed/mustard and pulses) were covered in Bihar. The popularity of credit linked crop insurance might be the reason for less coverage of pulses and oilseeds under crop insurance in Bihar because the use of purchased inputs in pulses and oilseeds is comparatively low in Bihar and farmers do not approach financing agencies for loans in cultivating these crops. Hence, there is low insurance coverage of these crops in Bihar. The coverage of these crops insurance can only be increased by popularizing scheme for non-loanee farmers. In Bihar, about 40 percent value of total crop output is generated through fruits and vegetables but only a few vegetable crops namely; potato and onion are covered under crop insurance. Moreover, vegetables are generally grown by small and marginal farmers and these crops are more risk-prone than food grains and other crops covered in Bihar. None of the fruits is covered under insurance in Bihar. In Japan, even fruit trees are covered under insurance. Livestock and fisheries sectors also contribute more than 40 percent to agriculture GDP in Bihar but the negligible coverage of only purchased livestock is done through General Insurance Company. Fisheries and poultry production are still to be covered under insurance.
Role of Credit Institutions
All the three rural financing institutions that is; Co-operative Banks, Regional Rural Bank and Despite compulsory insurance of notified crops in notified area for loanee farmers, commercial banks failed in providing insurance facilities to all their crop loanees. The co-operatives with their weak infrastructure performed much better in providing crop insurance facilities to farmers in Bihar.
Progress of agricultural insurance has been slow in Bihar since the inception of the scheme. The main reasons of slow growth are inadequate flow of crop loan, indifferent attitude of commercial banks, and weak financial health of Co-operatives and non-inclusion of vegetables, fruits and spices crops in crop insurance scheme. Besides these factors, lack of awareness about crop insurance among farmers and inadequate publicity about the scheme is also affecting adversely the expansion of the crop insurance scheme in Bihar.
In Bihar, crop damage by wild animals is now emerging a major menace. Such cases may be sporadic and in selected pockets but causes substantial crop loss to a large number of farmers. Like some developed countries namely; Japan and Korea, there is an urgent need to develop a project of crop insurance for insuring crop loss due to wild animals.
Above discussions clearly indicate that there is vast scope for extending insurance support to a large number of loanee and non-loanee farmers for various crops. The process of agricultural insurance needs to be accelerated to save the weaker sections of society because the majority of small and marginal farmers as well as tenant farmers and farm labourers bear the brunt of crop failures.
Therefore, the target group for preferential treatment should consist of small and marginal farmers, as well as tenant farmers and farm labourers.
Weather-based crop Insurance
In 2007-08, the weather-based crop insurance scheme (WBCIS) was implemented in the selected areas of Karnataka on pilot basis. WBCIS intends to provide insurance protection to farmers against adverse weather incidence such as deficit and access rainfall which are deemed to impact adversely the crop production. It has advantage to settle claims within the shortest possible time. The BWCIS is based on actual rates of premium but to make the scheme attractive, premium actually charged to be beneficial for farmers and it should be expanded to all the blocks for all the principal crops including vegetables and fruits.
In crop insurance, block for rice and wheat, and district for other crops are declared "units" for estimating crop losses in Bihar. However, districts and blocks do not have homogeneous agroeconomic & geographical situations. Despite the higher yield of a crop in a particular district, some villages of the district have low yield due to localised natural calamities and farmers of these villages are denied crop insurance benefit in this situation. Panchayat should be declared as unit for crop insurance to meet this type of situation. The State Government should take necessary steps so that Panchayat is declared as unit for crop insurance of all the crops in Bihar.
